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Cosmo’s pipeline

Product and Indication Drug type I II III MA Launch Partner

Lialda®/ Mezavant®/ Mesavancol®
Mild to moderate Ulcerative Colitis

5-ASA
Giuliani/Shire

Zacol NMX®
Intestinal Disorders (nutraceutical)

Dietary supplement
Dr. Falk

Uceris/Cortiment
Mild to moderate Ulcerative Colitis

Cortico-steroid Santarus: USA 
Ferring: Worldwi-
de (excluding Ja-
pan and USA) 

Rifamycin SV MMX®
• Travellers’ Diarrhoea

• Uncomplicated Diverticulitis

Antibiotic Santarus: USA 
Dr. Falk Pharma: 
Europe (excluding 
Italy) and Australia

CB-17-01
• Chromoendoscopy for colorectal 

cancer prevention in surveillance 
patients

• Chromoendoscopy for colorectal 
cancer prevention in UC patients

Diagnostic

CB-03-01 (NCE) 
Acne

Steroid ester, 
 androgen antagonist

Licensed out  
worldwide  
Medicis/Valeant

CB-03-01 (NCE) 
Alopecia

Steroid ester, 
 androgen antagonist

Licensed out  
worldwide
Medicis/Valeant

LMW Heparin MMX®
• Induction of remission in UC

• Maintenance of remission for UC 

Biologic

CB-01-16
Opioid-Induced Constipation

Opioids antagonist

Italy, Eastern Europe

Uceris

Q3 Holland Cortiment

USA, EU

USA, EU

EU

Phase 
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Highlights

• Uceris® was approved for marketing in the USA 

by the FDA on 16 January and marketing com-

menced on 15 February.

• Cortiment® was approved for marketing in 

 Holland and is scheduled to be launched in Q3 

2013. Approvals in the other EU countries will be 

sought via mutual recognition process. Our 

licensee Ferring has assumed the responsibility 

in getting these registrations. 

• On 6 June, the FDA agreed to the Special Proto-

col Assessment presented by the Company  

for the phase III design of the Methylene Blue 

MMX® trials. 

• Lialda® has achieved continuous gains in mar-

ket share. This has now reached around 24% of 

the 5-ASA tablet market in the USA. 

• On 13 May 2013 Shire announced that it had pre-

vailed in the patent infringement case against 

Watson Pharmaceuticals in conjunction with 

Watson’s filing of an ANDA for a generic version 

of Lialda®.

• In May we sold a total of 4,887,500 Santarus 

(NASDAQ: SNTS) shares after an accelerated 

book building process in the USA. This trans-

action generated an after tax profit of EUR 58.2 

million. 

• The phase III clinical trials of Rifamycin SV MMX® 

for Travellers’ Diarrhoea in India were inactive 

for the entire six months awaiting a renewal of 

the authorization of the Indian Authorities. 

This authorization to continue was subsequently 

granted on 8 July.

• The phase II clinical trials for CB-03-01 in Acne 

in the US are progressing. At the present time 

re cruiting of the third of fourth cohorts is 

underway.

• Work on attaining the proof of concept in 

CB-03-01 for Alopecia continues making pro-

gress.

• After tax profit increased to EUR 63.4 million 

from EUR 18.7 million, driven by the extraordi-

nary gain on the partial sale of the Santarus 

shares. 

• Revenues from royalties increased by 30.9% to 

EUR 7.3 million, revenues from manufacturing 

of MMX® products increased by 9.8% to EUR 8.4 

million, revenues from generics and contract 

drug manufacturing increased by 2.3% to 

EUR 5.4 million but revenues from milestones 

decreased by 75.9% to EUR 5.2 million because  

no new licensing agreements were signed   

in H1 2013. Overall operating revenues thus 

de clined by 34.8% to EUR 26.6 million. 
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Cosmo at a glance

Cosmo Pharmaceuticals S.p.A. is a specialty pharma-

ceutical company headquartered in Lainate,  Milan, 

Italy, and is listed on the SIX Swiss Exchange 

(SIX:COPN). Cosmo’s objective is to become a global 

leader in the field of optimized therapies for selec-

ted Gastrointestinal and selected topically treated 

Skin Disorders. The Company’s clinical develop-

ment pipe line specifically addresses innovative treat-

ments for colon diseases. In addition, the Compa-

ny is  developing a new chemical entity for the 

treatment of Acne, Alopecia and Hirsutism.

Cosmo’s proprietary multimatrix technology, 

MMX®, provides an excellent base for the develop-

ment of new, patentable, yet lower-risk products, 

manufactured at the Company’s own GMP-approved 

plant. Currently Cosmo has three products in the 

market, six in clinical trials and one in preclinical 

development.

 

Key figures

EUR 1,000 30.6.2013 30.6.2012

 

Income statement

 

 

 

 

Revenues 26,562 40,732

Cost of sales (9,519) (7,759)

R&D costs (5,791) (4,437)

SG&A costs (4,575) (3,399)

Operating result 6,692 25,172

Profit before taxes 64,869 25,893

Profit for the period 63,339 18,705

Shares

Weighted average number of shares 14,032,154 13,572,564

Earnings per share (in EUR) 4.514 1.378

Statement of financial position 30.6.2013 31.12.2012

Non-current assets 95,985 111,865

Cash and cash equivalents 95,149 27,302

Other current assets 16,204 12,678

Liabilities 14,627 14,865

Equity attributable to owners of the Company 182,168 124,391

Equity ratio (in %) 87.90% 81.90%
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Dear Shareholder

We are very pleased with the developments in the 

first half of 2013. We now have a second MMX® 

product in the market, we realized a substantial 

 financial gain on the sale of part of our investment 

in Santarus and we have further advanced the 

 development of our clinical pipeline. 

On 17 January, with the announcement of the 

approval of Uceris® in the USA, we became the first 

company that succeeded in getting a second tech-

nology based drug approved. The MMX® technology 

allows the delivery of active pharmaceutical ingre-

dients into the lumen of the colon in a delayed and 

controlled manner, and to the full length of the 

 colon.

On 31 January 2013 we also got the good news that 

the Dutch MEB had reversed its decision and now 

 approved Cortiment® (brand name for Europe, the 

same drug as Uceris®) in Holland. Within a month 

our licensee Santarus was able to launch Uceris® in 

the USA and according to the information provided 

by Santarus to its investors, revenues generated in 

the first months of activity have far exceeded ana-

lysts’ original projections. In the EU the process is 

more complicated with market introduction in 

 Holland expected for Q4 2013 and subsequent filings 

and authorizations in other countries around the 

world to then follow. 

In the meantime we continued our analyses and 

preparations for the phase III of CB-17-01 Methy lene 

Blue MMX®, our drug that is targeted at the very 

large colon cancer diagnosis market. In a number of 

meetings with the FDA questions surroun ding the 

clinical trial design were discussed and on 14 June 

2013 we were able to announce that the FDA has 

agreed with our clinical trial design. We are very 

pleased with this, since our drug would be the first 

in class and there were consequently no predecessors 

that the FDA and we could rely on. We are now complet-

ing the preparations and count on launching the 

 clinical trial in the coming months in a number of 

the largest US and EU hospitals. 

You will recall that in 2008, when we signed the 

licensing agreements for Budesonide MMX® (now 

Uceris®) and Rifamycin SV MMX® with Santarus, we 

requested to be paid the milestones in Santarus 

shares or cash. All in all instead of EUR 14.0 million 

we got 7,878,544 shares at an average share price of 

EUR 1.77. After an extraordinary appreciation in the 

share price, particularly after the approval of  Uceris®, 

we decided to liquidate part of our investment. 

 Together with Santarus we organized an accelerated 

book building process that was lead by Jefferies and 

sold 4,887,500 shares at a price of USD 18.25 to insti-

tutional investors in the USA. This e nabled us to 

post a financial gain of EUR 58.2 million on this in-

vestment. We continue holding 2,991,044 Santarus 

shares, respectively 4.61% of the company. 

Phase II Acne clinical trials of CB-03-01, our 

 topical anti androgen application continues progres-

sing as planned. We are currently in the third of 

four 90 patient cohorts and plan to complete phase 

II in early 2014. Valeant, who acquired our licensee 

Medicis late last year, has reiterated its high strategic 

interest in this product. 

In the case of Rifamycin SV MMX® phase III clini-

cal trials for Travellers’ Diarrhoea in India, which 

were being held up by the general policy  review of 

all clinical trials in India, authorities have in-

formed our licensee that patient recruitment may 

be restarted which means that the trial could be 

completed by Q1 2014. 

Letter to Shareholder
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Products in the market

In the first half of 2013 Lialda®, Mezavant® and 

 Mesavancol® sales growth con tinued; royalty reve-

nues increased by 6% to EUR 5.9 million but 2.3% 

less tablets were delivered and manufacturing rev-

enue dropped by 6.8% because of a contractually 

foreseen price reduction and  because of a different 

product mix (bulk or packaged product).

Uceris® was launched on 15 February; in Q1 2013, 

2176 prescriptions were written and revenues of 

USD 6.6 million were generated. Based on Q2 esti-

mates (data will only be available later in Q3) we 

have accounted for  royalty revenues of EUR 1.4 mil-

lion and manufacturing revenues from Uceris of 

EUR 1.3 million for H1 2013. In order to speed up the 

registration processes in the EU, we have trans-

ferred the marketing registrations in all EU coun-

tries to Ferring, our  licensing partner for Corti-

ment® because Ferring is much better equipped to 

apply for registration in many countries at once.

Products in clinical development

Dr. Falk Pharma has received the green light of the 

Indian Authorities to resume the phase III Rifamycin 

SV MMX® non-inferiority trial for persons with Infec-

tious Colitis against Cipro. This trial had been blocked, 

as all clinical trials in India, while Indian authorities 

review the accusations of irregularities in clinical  trial 

authorization processes. 200 patients still need to be 

recruited. We are now hopeful that the data will be 

available by Q1 2014. In the meantime Dr. Falk Pharma 

has determined what they deem to be the best sec-

ond indication and have started recruit ing patients 

in a phase II trial for non complicated Diverti culitis 

in Europe using a new 500 mg tablet we deve loped 

for them. This trial is likely to take 18 months. 

In the first half of 2013 we completed the last 

phase II trials of CB-17-01 or Methylene Blue MMX® 

which was targeted at patients that have had 

 Ulcerative Colitis for more than 8 years, since these 

have a much higher risk of being diagnosed with 

colon cancer. Traditionally these patients need yearly 

colonoscopies and endoscopists have to take random 

biopsies in their attempts at determining whether 

the patient is affected by colon cancer  because the 

inflammation makes it practically impossible for 

the endoscopist to identify polyps and adenomas. 

We are convinced that the use of  Methylene Blue 

MMX® will improve the likelihood of identifying 

polyps and adenomas in inflamed colons. Together 

with our advisers from leading hospitals around the 

world we determined the clinical trial design for 

the all important phase III. We then decided to take 

a cautious approach and asked the FDA for a special 

protocol assessment (SPA) and are very pleased to 

confirm to you that the FDA has agreed to the clini-

cal trial protocol. We are now readying everything 

in order to be able to start the phase III in H2 2013. 

The development of CB-03-01 continues as 

planned. The phase II for acne calls for 4 cohorts  

of 90 patients each to be treated with ascending 

doses. Currently patients for the third cohort are 

being recruited. To date there have been no major 

adverse events. 

Products in preclinical development

We have taken a minority participation in AIMM, a 

Dutch company with a proprietary technology in 

the development of antibodies. This investment 

gives us the rights to develop at least three anti-

bodies for MMX® applications. 
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Business development

Once we are well into the phase III for CB-17-01 

Methylene Blue MMX®, we will initiate discussion 

on licensing that drug in selective markets. We are 

also initiating discussions on the possible licensing 

of Rifamycin SV in Latinamerica and Asia. 

Strategic relationships

During the first half of 2013 we opted to take our 

USD 7 million milestone due from Santarus for the 

first sale of Uceris® in cash and we subsequently 

sold 4,887,500 Santarus shares in an accelerated 

book building procedure. We continue holding 

2,991,044 Santarus shares respectively 4.61% of 

the company and are still one of the largest share-

holders. On 28 June 2013 the price closed at 

USD 21.05 per share valuing the remaining invest-

ment at USD 62.96 million. This investment is not 

hedged. 

Personnel

Per 30 June 2013 we employed 161 persons in the 

Group; no change from a year ago.

This is an extremely exciting time for Cosmo. 

After having put a lot of effort and spending a lot of 

time and money in developing Budesonide MMX® 

it is now very satisfying to see Uceris® launched and 

Cortiment® just about to be launched. Strategically 

this confirms our belief in the versatility of the 

MMX® technology. Financially it diversifies and in-

creases our revenue streams and further solidifies 

our financial position. The three products we have 

in advanced development stages represent a revenue 

potential which in our opinion exceeds that of our 

approved drugs, yet they require very low further in-

vestments from our part. Thus we look at the future 

with continued optimism. We thank our employees 

and partners for their dedication and our share-

holders for their support. We are looking forward 

with confidence to the full-year results of Cosmo.

Lainate, 30 July 2013

Mauro S. Ajani

Chairman of the Board and  

Chief Executive Officer
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Key value drivers

Cosmo’s most important value driver is the deci dedly 

entrepreneurial approach to opportunities and 

risks. Careful cash management has been a long-

standing principle of the Company and this has 

made it possible to build up Cosmo’s cash genera-

tion capacity and implement strategies that can  

be  executed within the Company’s own financial 

 resources.

Cosmo developed its MMX® technology based on 

a clear market need. To this end high-level techni-

cal competence was required and Cosmo continues 

building on this to ensure a sustainable develop-

ment pipeline and product portfolio into the future. 

After developing the MMX® technology, the Com-

pany discovered that many of the drugs that were 

being prescribed and developed for Colon Diseases 

had compliance or safety issues and so Cosmo set out 

to identify such drugs. This ability to look laterally 

sets the Company apart from a pure research-driven 

organization. In developing these applications, 

the Company has established a broad knowledge of 

the colon’s physiology and the absorption of pharma-

ceutical products in the gastrointestinal tract. This 

gives rise to new opportunities. The Company 

 believes that the blend of its knowledge of the colon 

and the unique characteristics of the MMX® tech-

nology give it a strong competitive edge in develop-

ing new medications for the colon without becom-

ing overexposed to the expensive and high-risk pure 

research process for new chemical entities. Cosmo 

primarily works with molecules that already are on 

the market. The Company seeks to improve their 

safety profile, their efficacy or to make them more 

patient or user friendly. Whilst many of the Com-

pany’s products primarily represent improvements 

over their predecessors, these products are much 

more likely to gain regulatory approval than entirely 

new chemical entities.

Lialda®

(as the product is called in the USA) or Mezavant® 

(in Europe) or Mesavancol® (in Italy) is the first 

proprietary product Cosmo developed, an MMX® 

application of the off-patent mesalamine.

Uceris®, Cortiment®

developed in-house, using the off-patent Budesonide 

with the MMX® technology, is the first oral cortico-

steroid indicated for Ulcerative Colitis in the US.

Rifamycin SV MMX®

developed in-house, using the off-patent Rifamycin 

SV, is targeted at Travellers’ Diarrhoea and Colon 

 Infections which are frequently concomitant with 

Colon Inflammations. In the USA this is a new 

chemical entity.

Methylene Blue MMX®

Methylene Blue has been used in colonoscopies in 

selected hospitals since many years where it is 

 applied via spray catheter to make polyps and ade-

nomas better recognizable. Though it provides 

 better results, the technique has not gained large 

market acceptance because it is messy and time 

consuming. By formulating a Methylene Blue tablet 

we aim to increase adenoma and polyp detection in 

colonoscopies without the complications of manual 

Methylene Blue sprays. A phase II for patients un-

dergoing colonoscopy for colon cancer detection and 

a phase II for patients with longstanding Inflam-

matory Bowel Diseases has been successfully comple-

ted. The phase III trial is foreseen to start recruit-

ment in H2 2013.
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CB-03-01

is the first new chemical entity that the Company is 

developing. It is a steroid ester, androgen antago-

nist derived from 11-deoxycortisone, which tightly 

mimics the profile of an ideal anti-androgen for 

topical use. Two different formulations are being 

pursued: one for Acne and one for Alopecia. World-

wide licensing rights for this product were granted 

to Medicis/Valeant. 

A further important key value driver lies in the 

Company’s attention to its partnerships. As a small 

company it is crucial to determine what risks can be 

taken in building up a distribution organization 

and what partners should be sought if partnerships 

make more sense. Cosmo’s first three products, 

 Lialda®/Mezavant®/ Mesavancol®, Uceris/Cortiment® 

and Rifamycin SV MMX®, all have the potential of at-

taining peak sales of  several hundred million USD 

each, but they are  primarily gradual improvements 

and not likely to be blockbusters. Peak sales can 

only be achieved with dedicated efforts so it is im-

portant to find partners that have the will and skills 

to do this. The Company believes that it has the ide-

al partner in Shire for Lialda®, in Santarus for the 

US efforts for Uceris® and Rifamycin SV MMX®, and 

in Ferring and Dr. Falk Pharma for the European ef-

forts in Cortiment® and in Rifamycin SV MMX®. For 

CB-03-01 the Company believes it has an optimal so-

lution in being assisted in the management of the 

phase II trials by the experience professionals of In-

trepid Therapeutics Inc. and an optimal long term 

licensing partnership with Valeant who is the lead-

er in skin diseases in the US. 
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Business strategy

Cosmo is a speciality pharma development and manu-

facturing company focusing on colon and skin dis-

eases. Our aim is to constantly increase our know-

ledge in how the colon absorbs substances and how 

these should be brought to the colon so that they 

can attain maximum efficacy with least possible 

negative side effects. In skin diseases we focus on 

topically applicable substances in order to mini-

mize side effects.

The blend of our knowledge of the colon, the 

unique characteristics of the MMX® technology and 

our excellent and highly specific manufacturing 

 expertise give us a strong competitive edge in develop-

ing new applications for the colon without having 

to resort to the expensive and risky, pure research 

process for new chemical entities. The approval of 

Uceris® established the MMX® technology as tech-

nology of great versatility and gives credence to 

 developments of topical mucosa treatments with 

peptides or proteins. The Company’s portfolio, 

 distribution and manufacturing strategy has evolved 

accordingly. Contrary to many much larger com-

panies that have farmed out the manufacturing of 

their drugs, we believe that the control and con-

tinuous improvement of manufacturing skills is 

 essential in product development and stability and 

provides a strong barrier against generic incursions. 

Exclusivity in manufacturing all MMX® products is 

thus an inalienable part of our business policy. 

Product portfolio strategy

Cosmo’s product portfolio strategy is focused on 

 diseases of the colon, primarily on Inflammatory 

Bowel Diseases (IBD). To date, the majority of 

 gastroenterologists treating IBD have followed a 

step-up strategy, first prescribing 5-ASA-based 

drugs to their patients, then moving on to cortico-

steroids, then on to immunosuppressants and 

 finally to biologic products. So after developing the 

5-ASA product, the Company set about to identify 

corticosteroids, immunosuppressants and biologics 

whose efficacy or safety profile could be improved 

by the MMX® technology. This led to the Company’s 

pipeline. After the approval of Uceris®, product 

portfolio considerations will become more important 

with new projects positioned in such a way that 

they do not cannibalize existing products in the rela-

tively small market of Inflammatory Bowel Diseases. 

In developing Rifamycin SV we move to the larger 

market for colon infections and in developing Methy-

lene Blue MMX® we move to the very large market 

of colon cancer diagnostics. These steps make Cosmo 

one of the most comprehensive colon specialized 

companies.

Recently Cosmo has been building up its skin 

competence in relation with the development of 

CB-03-01. This is a new chemical entity that is 

 targeted at androgen regulation in Acne, Alopecia 

and Hirsutism, all diseases that have seen very  

few new product developments in the last years. 

CB-03-01 is applied topically. It penetrates the skin 

well and acts by displacing the androgen from the 

sebaceous gland or hair follicle. In blood it quickly 

metabolizes to cortexolon and thus only has very 

minimal side effects. It is now the Company’s 

 intention to continue building the understanding 

of skin diseases and topical ways to treat them  

and to identify business opportunities that could 

be applicable to both the treatment of the colon  

as well as the treatment of the skin. 

 

Distribution strategy

Whilst product development and manufacturing 

excellence can be attained in relatively small organi-

zations, getting the product approved, adequately 

reimbursed and sold in each market requires local 

knowledge and this requires massive financial and 

personnel resources. Management felt that setting 

up local organizations and managing these was 

 going to deter from the unique skills of the Company 

and in all likelihood lead to local organizations that 

would not be on par with the best local marketing and 

distribution companies. So, instead of building up 

sales forces around the world, the Company has fo-
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cused on identifying the best possible partner in each 

market with the intention of establishing long and 

mutually beneficial relationships. This lead to the 

relationship with Santarus, Dr. Falk Pharma and 

Shire who all have been doing an excellent job in 

getting the product approved, reimbursed and sold. 

We trust that this will also be the case with 

Valeant who acquired Medicis to whom we had 

 licensed CB-03-01. 

We have not licensed CB-17-01 because we be-

came aware that there are very few if any companies 

experienced in developing diagnostic drugs for the 

colon and that it thus made little sense in giving up 

value early on. As we move through phase III and 

closer to reimbursement and market introduction 

issues, we will consider best possible partnerships 

to maximize shareholder value in the development 

of this product. 

Manufacturing strategy

The experience gained by years of manufacturing 

was the basis for the establishment of the MMX® 

technology. The technology, and the related know-

how comprise a significant part of the unique 

 selling proposition of Cosmo. Thus the Company 

will retain all manufacturing of MMX® products  

in house. If additional manufacturing capacity is 

needed, then Cosmo will build additional manu-

facturing entities on its premises. Cosmo also in-

tends to manufacture a significant part of the skin 

products it develops.

The Company’s contract drug manufacturing 

activity for unrelated parties will be continued 

with a steady migration to higher value added pro-

ducts. However, capacity additions will be con-

centrated on MMX® and other own product manu-

facturing.
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Consolidated income statement (unaudited)

EUR 1,000 Notes 30.06.2013 30.06.2012*

Revenue 3 26,562 40,732

Other income  15 35

Cost of sales  (9,519) (7,759)

Research and development costs  (5,791) (4,437)

Selling, general and administrative costs  (4,575) (3,399)

Net operating expenses 4 (19,870) (15,560)

Operating result  6,692 25,172

Financial income 5 58,542 984

Financial expenses 5 (365) (263)

Profit (loss) before taxes  64,869 25,893

Income tax expenses 6 (1,530) (7,188)

Profit (loss) for the period  63,339 18,705

Profit (loss) attributable to:    

Owners of the company  63,339 18,704

Non controlling interest  –** 1

Earnings per share  EUR EUR

Basic 7 4.514 1.378

Diluted 7 4.288 1.378

 *  Following the retrospective application of the amendment to IAS 19 from 1 January 2013, the figures reported for H1 2012 

have been restated for comparative purposes as required by IAS 1. The relative effect compared to the previously reported 

figures is an increase in Profit for the H1 2012 by EUR 12 thousand arising from a decrease of EUR 17 thousand in the “cost 

of sales” net of the tax effect of EUR 5 thousand; furthermore EUR 4 thousand have been reclassified from “cost of sale” 

to “financial expenses”. Reference should be made to the section “New accounting standard and IFRIC interpretations” 

for further details.

** less then EUR 1 thousand

Financials
Half-year consolidated financial statements as at 30 June 2013
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Consolidated statement of comprehensive income (unaudited)

EUR 1,000 Notes 30.06.2013 30.06.2012*

Profit (loss) for the period (A)  63,339 18,705 

Other comprehensive income that will not be reclassified subsequently to 

profit or loss

   

 

 

 Actuarial gains/(losses) 14 19 (17)

 Income tax 14 (5) 5

Total other comprehensive income that will not be reclassified subse-

quently to profit or loss, net of tax (B1)

  

14

 

(12)

Other comprehensive income that will be reclassified subsequently to 

profit or loss

   

 Gains/(Losses) on fair value of available for sale financial assets 9 23,240 23,500 

  Gain on disposal of available for sale financial assets reclassified through 

profit or loss

 

5

 

(32,013)

  

–

 Income tax  1 (2)

Total other comprehensive income that will be reclassified subsequently 

to profit or loss, net of tax (B2)

   

(8,772)

 

23,498 

Total other comprehensive income, net of tax (B)=(B1+B2)  (8,758) 23,486 

Total comprehensive income (A)+(B) 12 54,581 42,191

Total comprehensive income attributable to:    

Owners of the company  54,581 42,190

Non controlling interest   –** 1

 *  Following the retrospective application of the amendment to IAS 19 from 1 January 2013, the figures reported for H1 2012 

have been restated for comparative purposes as required by IAS 1. The relative effect compared to the previously reported 

figures is a decrease of EUR 12 thousand in the “Total other comprehensive income that will not be reclassified subse-

quently to profit or loss, net of tax” arising from the actuarial losses net of tax accounted on the employee benefits. Ref-

erence should be made to the section” “New accounting standard and IFRIC interpretations” for further details.

** less then EUR 1 thousand
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Consolidated statement of financial position (30 June 2013, unaudited)

EUR 1,000 Notes 30.06.2013 31.12.2012* 01.01.2012*

Assets     

Non-current assets     

Property, plant and equipment  22,356 22,228 6,001

Goodwill  109 109 109

Other intangible assets 8 21,155 22,152 21,969

Financial assets 9 51,231 66,070 18,304

Deferred tax assets  1,134 1,306 807

Other non-current receivables  – – 2,251

Total non-current assets  95,985 111,865 49,441

Current assets     

Inventories  3,375 2,192 1,838

Trade receivables  8,170 6,235 6,586

Current tax assets  1,260 766 1,305

Other receivables and other assets 10 3,399 3,485 5,244

Cash and cash equivalents 11 95,149 27,302 13,624

Total current assets  111,353 39,980 28,597

Total assets  207,338 151,845 78,038

 *  Following the retrospective application of the amendment to IAS 19 from 1 January 2013, the comparative figures as at 

1 January and 31 December 2012 have been restated as required by IAS 1. More specifically as at 31 December 2012, “Re-

tained earnings” and “Profit for the year” increase  respectively of EUR 82 thousand and EUR 42 thousand, and the total 

amount of EUR (124) thousand is reclassified in “Employee benefits  actuarial gains/losses reserve”. The total figure for 

closing “Equity attri butable to owners of the company” in the Consolidated Financial Statements at 31 December 2012 did 

not change. Reference should be made to the section “New accounting standard and IFRIC interpretations” for  further 

details.
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EUR 1,000 Notes 30.06.2013 31.12.2012* 01.01.2012*

Equity     

Share capital  3,749 3,749 3,749

Share premium  47,845 47,845 47,845

Treasury shares  (13,515) (16,456) (24,197)

Other reserves  – – 2,162

Stock option plan reserve  1,322 1,655 1,923

Available for sale financial assets reserve  42,841 51,613 6,897

Employee benefits actuarial gains/losses reserve  (110) (124) (82)

Retained earnings  36,697 16,744 17,274

Profit/(Loss) for the period  63,339 19,365 7,619

Equity attributable to owners of the company  182,168 124,391 63,190

Non controlling interests  161 210 244

Total equity 12 182,329 124,601 63,434

Liabilities

Non-current liabilities     

Interest-bearing loans and borrowings 13 10,924 11,040 1,284

Employee benefits 14 379 385 360

Deferred tax liabilities  3,324 3,440 2,651

Total non-current liabilities  14,627 14,865 4,295

Current liabilities     

Interest-bearing loans and borrowings 13 1,729 1,797 892

Trade payables  5,382 4,010 4,138

Current tax liabilities  1,320 4,637 405

Other current liabilities 15 1,951 1,935 4,874

Total current liabilities  10,382 12,379 10,309

Total liabilities  25,009 27,244 14,604

Total equity and liabilities  207,338 151,845 78,038

 *  Following the retrospective application of the amendment to IAS 19 from 1 January 2013, the comparative figures as at 

1 January and 31 December 2012 have been restated as required by IAS 1. More specifically as at 31 December 2012, “Re-

tained earnings” and “Profit for the year” increase  respectively of EUR 82 thousand and EUR 42 thousand, and the total 

amount of EUR (124) thousand is reclassified in “Employee benefits  actuarial gains/losses reserve”. The total figure for 

closing “Equity attri butable to owners of the company” in the Consolidated Financial Statements at 31 December 2012 did 

not change. Reference should be made to the section “New accounting standard and IFRIC interpretations” for  further 

details.
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Consolidated cash flow statements (unaudited)

 EUR 1,000 Notes 30.06.2013 30.06.2012

Profit (loss) before taxes  64,869 25,893*

Income taxes paid (net)  (6,329) (2,625)

Depreciation and amortization 4 2,658 1,162

Accrual to employee benefits 14 177 150*

Share payment based expenses 16 9 5

Financial expenses on subsidized loans at amortized cost 13 8 15

Financial income on cash flow hedge  – (52)

Financial gains on sale of financial assets available for sale (Santarus shares) 5 (58,178) –

  3,214 24,548

Change in inventories  (1,183) (942)

Change in trade receivables  (1,935) (920)

Change in trade payables  1,372 248

Change in other receivables and other assets  86 300

Change in other current liabilities  16 (3,160)

Change in current tax liabilities  1,039 (73)

Payment of employee benefits 14 (164) (170)

Cash flows from operating activities  2,445 19,831

Investments in property, plant and equipment  (1,345) (458)

Investments in other intangible assets 8 (444) (409)

Disposals of property, plant and equipment  – 117

Investments in financial assets available for sale 9 (2,594) (3,040)

Disposal of financial assets available for sales (Santarus shares) 5 66,839 – 

Additional investment in Cosmo R&D interests 12 (35) (28)

Cash flows from investing activities  62,421 (3,818)

Proceeds from interest-bearing loans and borrowings 13 979 –

Repayments of interest-bearing loans and borrowings 13 (1,171) (414)

Change in other non current receivables  – (28)

Purchase of treasury share 12 – (8)

Sale of treasury share 12 3,173 2,706

Cash flows from financing activities  2,981 2,256

Net increase/(decrease) in cash and cash equivalents  67,847 18,269

Cash and cash equivalents at the beginning of the period  27,302 13,624

Cash and cash equivalents at the end of the period  95,149 31,893

Cash at hand 11 11 15

Bank accounts 11 95,138 31,878

Advances on invoices and bank overdraft  – –

Total cash and cash equivalents at the end of the period  95,149 31,893

 *  Following the retrospective application of the amendment to IAS 19 from 1 January 2013 the comparative figure for Profit 

for the H1 2012 has  increased by EUR 17 thousand with a corresponding decrease in “Accrual to employee benefits”.
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Consolidated statements of changes in equity (unaudited)
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Net equity as at 31 December 

2011 (reported amounts)

 

14,995,743

 

3,749

 

47,845

 

(24,197)

 

357

 

1,805

 

1,923

 

6,897

 

–

 

24,811

 

244

 

63,434

Ias 19 revised adoption effect         (82) 82  –

Net equity as at  

1 January 2012

 

14,995,743

 

3,749

 

47,845

 

(24,197)

 

357

 

1,805

 

1,923

 

6,897

 

(82)

 

24,893

 

244

 

63,434

Reserves reclassification     (357) (1,805)    2,162  –

Reclassification of gain/loss 

on previous transaction with 

treasury shares

 

 

 

 

 

 

 

 

 

 

 

(497)

 

 

 

  

 

 

 

 

  

 

  

 

 

 

497

  

 

 

 

–

Transactions with  

treasury shares

      

2,482

      

216

  

2,698

Additional investment in 

subsidiary interests

         

7

 

(35)

 

(28)

Personnel cost for  

stock options

       

5

     

5

Stock option exercised 

 during the period

       

(227)

   

227

  

–

Total comprehensive 

 income for the period

        

23,498

 

(12)

 

18,704

 

1

 

42,191

Net equity as at 30 June 2012 14,995,743 3,749 47,845 (22,212) – – 1,701 30,395 (94) 46,706 210 108,300

Net equity as at 31 December 

2012 (reported amounts)

 

14,995,743

 

3,749

 

47,845

 

(16,456)

 

–

 

–

 

1,655

 

51,613

 

–

 

35,985

 

210

 

124,601

Ias 19 revised adoption effect         (124) 124  –

Net equity as at  

1 January 2013

 

14,995,743

 

3,749

 

47,845

 

(16,456)

 

–

 

–

 

1,655

 

51,613

 

(124)

 

36,109

 

210

 

124,601

Transactions with  

treasury shares

       

2,941

      

232

 

3,173

Additional investment in 

subsidiary interests

          

14

 

(49)

 

(35)

Personnel cost for  

stock options

       

9

     

9

Stock option exercised 

 during the period

       

(342)

   

342

  

–

Total comprehensive 

 income for the period

        

(8,772)

 

14

 

63,339

  

54,581

Net equity as at 30 June 2013 14,995,743 3,749 47,845 (13,515) – – 1,322 42,841 (110) 100,036 161 182,329
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Explanatory notes

1 General information

Cosmo Pharmaceuticals S.p.A. with its subsidiaries 

Cosmo S.p.A., Cosmo Technologies Ltd., Cosmo 

 Re search & Development S.p.A., and Cristoforo 

Colombo Real Estate S.r.l., (“Cosmo Pharma-

ceuticals” or “Company” or “Group”) is a specialty 

 pharmaceutical company: the Company’s objective 

is to become a global leader in the field of optimized 

therapies for selected gastrointestinal and selected 

topically treated skin disorders. The Company’s 

clinical development pipeline specifically addresses 

innovative treatments for Inflammatory Bowel 

 Diseases (IBD), colorectal cancer diagnosis and a new 

chemical entity that is being developed for the 

 topical treatment of Acne, Alopecia and Hirsutism.

Cosmo’s proprietary multimatrix technology, 

MMX®, provides an excellent base for the develop-

ment of new, patentable, yet low-risk products, 

manufactured at the Company’s own GMP-approved 

plant. Currently, Cosmo, through its appointed 

partners, has three products on the market and six 

in clinical development.

Since 12 March 2007, Cosmo Pharmaceuticals’ 

shares have been publicly listed on the Swiss Stock 

Exchange (SIX: COPN). 

The Company’s stock market capitalization as at 

30 June 2013 was equal to CHF 824,765,865.

Headquarters and registered address are at via 

Cristoforo Colombo, 1 – 20020 Lainate (Milano), Italy. 

The structure of the Company as of 30 June 2013 

is the following: 

2 Basis of preparation and accounting policies 

These half-year condensed financial statements have 

been prepared in accordance with the International 

Financial Reporting Standards (IFRS) issued by the 

International Accounting Standards Board (IASB). 

The designation IFRS also includes all valid Interna-

tional Accounting Standards (IAS), as well as all 

 interpretations of the International Financial Report-

ing Interpretations Committee (IFRIC), formerly 

the Standing Interpretations Committee (SIC). 

In particular, these half-year condensed finan-

cial statements have been prepared in accordance 

with IAS 34, “Interim Financial Reporting”, and 

 accordingly do not include all information and 

 disclosures as required by IFRS for complete finan-

cial statements. 

The accounting principles and policies used in 

preparation of the interim consolidated financial 

statements are consistent with those used in the 

annual consolidated financial statements for the 

year ended 31 December 2012, except as otherwise 

stated under “New accounting standard and IFRIC 

interpretations” in the following paragraphs.

The preparation of the interim financial state-

ments requires the Management to make estimates 

and assumptions that affect the reported amounts 

of revenues, expenses, assets, liabilities and disclo-

sure of contingent assets and liabilities at the date 

of the interim financial statements. If in the future 

such estimates and assumptions, which are based 

on the Management’s best judgement at the date of 

the interim financial statements, deviate from the 

actual circumstances, the original estimates and 

assumptions will be modified as appropriate in the 

period in which the circumstances change. 

These condensed interim consolidated financial 

statements should be read in conjunction with the 

consolidated financial statements for the year ended 

31 December 2012 as they provide an update of pre-

viously reported information. Operating results for 

the six months ended 30 June 2013 are not neces-

sarily indicative of the results that may be expected 

99.46%
Cosmo Research 
& Development 

S.p.A.

100%
Cosmo S.p.A.

Cosmo  
Pharmaceuticals S.p.A.

100%
Cosmo

Technologies 
Ltd.

100%
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 Colombo Real 
 Estate S.r.l.
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for the year ending 31 December 2013. The interim 

consolidated financial statements are expressed in 

thousands of euros unless stated otherwise, round-

ing the amounts to the nearest thousand.

New accounting standard and  

IFRIC interpretations 

Standards, amendments and interpretations 

adopted from 1 January 2013

On 16 June 2011, the IASB issued an amendment to 

IAS 1 – Presentation of Financial Statements requir-

ing companies to group items presented in other 

comprehensive income on the basis of whether they 

will potentially be reclassified subsequently to profit 

or loss. The amendment is applicable for periods 

 beginning on or after 1 July 2012. The Group has 

 applied this amendment since 1 January 2013. The 

application of this amendment has not had any 

 effect on the measurement of financial statement 

items and had a limited effect on the disclosures 

provided in this H1 2013 report.

On 16 June 2011, the IASB issued an amendment 

to IAS 19 – Employee Benefits applicable retrospec-

tively for the year beginning 1 January 2013. The 

 revised version of IAS 19 requires a different classifi-

cation for actuarial gains and losses, which previ-

ously were recognized directly in profit or loss and 

now must be classified into “Other components of 

comprehensive income” and a special equity 

 reserve. In accordance with the new definition of 

net interest expense set out in the standard, net 

 interest expense is  recognised as Financial income/

(expenses) in the income statement. In accordance 

with the transitional rules included in paragraph 

173 of IAS 19, the Group applied this amendment to 

IAS 19 retrospectively from 1 January 2013, adjusting 

the opening balance sheet at 1 January 2012 and 

31 December 2012 as well as the income statement 

for H1 2012 as if the amendment had always been 

applied.

On 12 May 2011, the IASB issued IFRS 13 – Fair 

Value Measurement, which clarifies the determi-

nation of fair value for the purpose of the financial 

statements and is applicable to all IFRSs permitting 

or requiring a fair value measurement or the presen-

tation of disclosures based on fair value. The stand-

ard is effective prospectively from 1 January 2013 and 

its adoption had no effect on the measurement of 

the financial statement items included in this  

H1 2013 Report.

On 16 December 2011, the IASB issued certain 

amendments to IFRS 7 – Financial Instruments: 

Disclosures. The amendments require information 

about the effect or potential effect of netting arrange-

ments for financial assets and liabilities on an 

 entity’s financial position. Entities are required to 

apply the amendments for annual reporting  periods 

beginning on or after 1 January 2013, and interim 

periods within those annual periods. The required 

disclosures should be provided retrospectively. The 

application of these amendments has had no effect 

on the measurement of the financial statement 

items included in this H1 2013.

Standards, amendments and interpretations 

 effective from 1 January 2013 but not applicable 

to the Group

On 12 May 2011, the IASB issued IFRS 10 – Consol-

idated Financial Statements replacing SIC12 – Consoli-

dation Special Purpose Entities and parts of  

IAS 27 – Consolidated and Separate Financial State-

ments (subsequently reissued as IAS 27 Separate 

 Financial Statements which addresses the account-

ing treatment of investments in separate financial 

statements). The new standard builds on existing 

principles by identifying the concept of control as the 

determining factor in whether an entity should  

be included within the consolidated financial state-

ments of the parent company. The standard provides 

additional guidance to assist in the determination 

of control where this is difficult to assess. The stand-

ard is effective retrospectively from 1 January 2013.

On 12 May 2011, the IASB issued IFRS 11 – Joint 

Arrangements superseding IAS 31 – Interests in Joint 

Ventures and SIC13 – Jointly controlled Entities Non 

monetary Contributions by Venturers. The new 

standard provides the criteria for identifying joint 
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arrangements by focusing on the rights and obliga-

tions of the arrangement, rather than its legal form 

and requires a single method to account for inter-

ests in jointly controlled entities, the equity method. 

The standard is effective retrospectively from 1 Janu-

ary 2013. Following the issue of the new standard, 

IAS 28 – Investments in Associates has been amended 

to include accounting for investments in jointly 

controlled entities in its scope of application (from 

the effective date of the standard).

On 12 May 2011, the IASB issued IFRS 12 – Disclo-

sure of Interests in Other Entities, a new and compre-

hensive standard on disclosure requirements for all 

forms of interests in other entities, including sub-

sidiaries, joint arrangements, associates, special 

purpose vehicles and other unconsolidated vehicles. 

The standard is effective for annual periods begin-

ning after 1 January 2013.

Accounting principles, amendments and inter-

pretations not yet applicable and not early 

adopted by the Group

The following standards, amendments and interpre-

tations to existing standards have been published 

but are not yet effective and not early adopted by the 

Group. The Group is currently assessing any effect 

that the adoption of these new standards, amend-

ments and interpretations to existing standards 

may have on the financial statements if they are 

 relevant for the Group operations.

On 12 November 2009, the IASB issued a new 

standard IFRS 9 – Financial Instruments that was 

subsequently amended. The standard, having an 

 effective date for mandatory adoption of 1 January 

2015 retrospectively, represents the completion of  

the first part of a project to replace IAS 39 and intro-

duces new requirements for the classification and 

measurement of financial assets and financial liabili-

ties. The new standard uses a single approach to 

 determine whether a financial asset is measured at 

amortised cost or fair value, replacing the many 

 different rules in IAS 39. The approach in IFRS 9 is 

based on how an entity manages its financial 

instru  ments and the contractual cash flow charac-

teristics of the financial assets. The most signifi-

cant effect of the standard regarding the classification 

and measurement of financial liabilities relates to 

the accounting for changes in fair value attri bu table 

to changes in the credit risk of financial liabil i  ties 

des ignated as at fair value through profit or loss 

 Un  der the new standard these changes are  recognised 

in Other comprehensive income and are not sub-

sequently reclassified to the Income statement.

On 16 December 2011, the IASB issued certain 

amendments to IAS 32 – Financial Instruments: 

 Pre sentation to clarify the application of certain offset-

ting criteria for financial assets and financial lia-

bilities in IAS 32. The amendments are effective for 

annual  periods beginning on or after 1 January 2014 

and are required to be applied retrospectively.

Summary of significant accounting policies and 

practices

The accounting principles used in preparation of the 

interim consolidated financial statements are 

consist ent with those used in the annual consoli-

dated  finan cial statements for the year ended 

31 December 2012. The major principles adopted are 

detailed below.

Principles of consolidation

Subsidiaries in which the Company has direct or 

 in direct controlling interest are consolidated. Con-

trol is defined as the power to govern the financial 

and operating policies of an enterprise so as to ob-

tain be nefits from its activities. Control is normally 

 evi denced when the Company owns, either direct ly 

or indirectly, more than 50% of the voting rights or 

 potential voting rights of a company’s share capital 

that are currently exercisable. The consolidated 

 financial statements of Cosmo Pharma  ceuticals in-

clude the accounts of Cosmo Pharmaceuticals 

S.p.A., Cosmo S.p.A., Cosmo Technologies Ltd., 

Cosmo Research & Development S.p.A. and Cristo-

foro Colombo Real Estate S.r.l.. 

The consolidation commences from the date  

on which the subsidiary has been incorporated or 

estab lished.
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The financial statements of subsidiaries are 

com bined in the consolidated financial statements 

from the date that control commences until the 

date that control ceases. Non-controlling interest 

in the net assets of consolidated subsidiaries and 

non-controlling interest in the profit or loss of con-

solidated subsidiaries are presented separately 

from the interest of the owners of the parent in the 

consolidated statement of financial position and 

 income statement respectively. 

Accounting policies of subsidiaries have been 

changed where necessary to ensure consistency 

with the policies adopted by the Group. 

Intercompany transactions, balances, dividends 

and unrealized gains on transactions between Group 

companies have been eliminated in consolidation. 

All assets and liabilities of foreign consolidated 

companies with a functional currency other than 

the euro are translated using the exchange rates in 

effect at the balance sheet date. Income and expens-

es are translated at the average exchange rate for 

the period. Translation differences resulting from 

the application of this method are classified as equi-

ty until the disposal of the investment. Average 

rates of exchange are used to translate the cash 

flows of foreign subsidiaries in preparing the con-

solidated statement of cash flows.

Property, plant and equipment

Property, plant and equipment are stated at cost 

 including related expenses, less accumulated depre-

ciation (see below) and impairment losses. 

Depreciation is recognized starting from the 

month in which the asset is available for use or poten-

tially able to provide the economic benefits associat-

ed therewith on a systematic basis, whereby the as-

sets are depreciated over their useful lives or, in the 

event of disposal, until their final month of use. 

Residual amounts, useful lives and the depre-

ciation methods are reviewed at the end of every 

 accounting period. 

Improvements to third-party assets are classified 

under property, plant and equipment depending on 

the nature of the asset to which it refers. The depre-

ciation period is based on the lower of the asset’s 

 remaining useful life and the residual duration of 

the lease of the principal asset. 

Assets held under finance leases, which provide 

the Group with substantially all the risks and re-

wards of ownership, are recognized as assets of the 

Group at their fair value or, if lower, at the present 

value of the minimum lease payments. The corre-

sponding liability to the lessor is included in the fi-

nancial statements as financial liabilities. Leases 

where the lessor retains substantially all the risks 

and rewards of ownership of the assets are classi-

fied as operating leases. Operating lease expendi-

tures are expensed on a straight-line basis over the 

lease terms.

Business combinations and goodwill

Business combinations are accounted for using the 

acquisition method of accounting. The consideration 

transferred in a business combination is measured 

at fair value at the date of acquisition. This consid-

eration includes the cash paid plus the fair value at 

the date of exchange of assets given, liabilities in-

curred or assumed and equity instruments  issued 

by the Group. The fair value of the consideration 

trans ferred also includes contingent consid eration 

arrangements at fair value. Directly attributable 

 acquisition-related costs are expensed in the current 

period and reported within general and adminis-

tration expenses. At the date of acquisition the Group 

recognizes the identifiable assets acquired, the 

 liabilities assumed and any non-controlling  interest 

in the acquired business. The identifiable assets 

 acquired and the liabilities assumed are  initially 

recognized at fair value. Where the Group does not 

acquire 100% ownership of the acquired business, 

non-controlling interests are recorded as the propor-

tion of the fair value of the acquired net assets 

 attributable to the non-controlling interest. Good-

will is recorded as the surplus of the consid eration 

transferred over the Group’s interest in the fair value 

of the acquired net assets. Any goodwill and fair 

value adjustments are recorded as assets and liabili-

ties of the acquired business in the functional cur-
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rency of that business. Goodwill is not amortized, 

but is assessed for possible impairment at each 

 reporting date and is additionally tested  annually 

for impairment. Goodwill may also arise upon in-

vestments in associates, being the  surplus of the cost 

of investment over the Group’s share of the fair 

 value of the net identifiable assets. Such goodwill 

is recorded within investments in  associates. 

Changes in ownership interests in subsidiaries are 

accounted for as equity transactions if they occur 

after control has already been obtained and if they 

do not result in a loss of control.

Other intangible assets

Other intangible assets are recognized as assets where 

it is probable that the use of the asset will generate 

future economic benefits and where the costs of the 

asset can be determined reliably. Other intangible 

assets that are acquired by the Group are stated at 

cost less accumulated amortization (see below) and 

impairment losses, if any. 

Other intangible assets with definite useful 

lives are amortized on a straight-line basis over 

their useful lives, being the estimated period over 

which the Group will use the assets. 

Other intangible assets are amortized from the 

date they are available for use. 

Residual amounts, useful lives and the amorti-

zation methods are reviewed at the end of every 

 accounting period. Patents and rights are amor-

tized over their useful lives. 

Expenditures on research activities, undertaken 

with the prospect of gaining new technical knowl-

edge and understanding, are recognized in the in-

come statements as an expense as incurred. Devel-

opment costs are capitalized as an intangible asset 

if all of the following criteria are met:

 _ the technical feasibility of completing the in-

tangible asset so that it will be available for use 

or sale; 

 _ the intention to complete the intangible asset 

and use or sell it; 

 _ the ability to use or sell the intangible asset; 

 _ the asset will generate probable future eco-

nomic benefits and demonstrate the existence 

of a market or the usefulness of the intangible 

asset if it is to be used internally; 

 _ the availability of adequate technical, financial 

and other resources to complete the develop-

ment and to use or sell it;  

 _ the ability to measure reliably the expenditure 

attributable to the intangible asset during its 

development. 

Following initial recognition of the development 

expenditure as an intangible asset, the cost model is 

applied requiring the intangible asset to be carried 

at cost, less any accumulated amortization and accu-

mulated impairment losses. The intangible asset 

is amortized on a straight-line basis over the period 

of its expected benefit, starting from the date of 

full commercial use of the product. During the period 

of development, the asset is tested for impairment 

annually. 

If specific events indicate that impairment of 

an item of intangible asset may have taken place, 

the item’s recoverability is assessed by comparing 

its carrying amount with its recoverable amount. 

The recoverable amount is the higher between 

the fair value net of disposal costs and the value in 

use, as defined in the following paragraph.

Impairment of property, plant and equipment 

and intangible assets

The carrying amounts of the Group’s tangible and 

in tangible assets are reviewed at each balance sheet 

date to determine whether there is any indication 

of impairment. If any such indication exists, the 

 asset’s recoverable amount is estimated. 

For goodwill assets that have an indefinite useful 

life and intangible assets that are not yet available 

for use, the recoverable amount is estimated at each 

balance sheet date. 

An impairment loss is recognized whenever the 

carrying amount of an asset or its cash-generating 

unit exceeds its recoverable amount. Impairment 

losses are recognized in the income statements. 

The recoverable amount is the higher of an 

 asset’s fair value less costs to sell, if there is an 
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 active market, and its value in use. If there is no 

binding sales agreement, the fair value is estimated 

at the amount expressed by an active market, by 

 recent transactions or on the basis of the best avail-

able information indicating the amount that the 

Company would obtain from the asset’s sale. 

Value in use is the present value of the estimated 

future cash flows expected to arise from the contin-

uing use of an asset or cash-generating unit and from 

its disposal at the end of its useful life. 

The cash flows are determined on the basis of 

reasonable and documented assumptions repre-

senting the best estimate of the future economic 

conditions that will take place over the residual 

 useful life of the asset, giving greatest weight to 

 external indicators. The discounting rate (pretax) 

takes into  account the risk implicit in the business 

sector and the financial component based on the 

timing. With the exception of losses on goodwill, 

impairments in value are reversed when there is 

an indication that the impairment loss may no 

longer exist and there has been a change in the esti-

mates used to determine the recoverable amount. 

An impairment loss is  reversed only to the extent that 

the asset’s carrying amount does not exceed the 

 carrying amount that would have been determined, 

net of depreciation or amortization, if no impair-

ment loss had been recognized.

Financial assets

Financial assets within the scope of IAS 39 are clas-

sified as financial assets at fair value through profit 

or loss, loans and receivables, held-to-maturity 

 investments, or available-for-sale financial assets, 

as appropriate. When financial assets are recog-

nized initially, they are measured at fair value, plus, 

in the case of investments not at fair value through 

profit or loss, directly attributable transaction 

costs. The Group determines the classification of its 

financial assets on initial recognition and, where 

allowed and appropriate, re-evaluates this designa-

tion at the end of each financial year. 

All “regular way” purchases and sales of financial 

assets are recognized on the trade date, which is the 

date that the Group commits to purchase the asset. 

Regular way purchases or sales are purchases or 

sales of financial assets that require delivery of 

 assets within the period generally established by 

regulation or convention in the marketplace. 

Available-for-sale financial assets are those non 

derivative financial assets that are designated as 

available for sale or are not classified in any of the 

three preceding categories. After initial measure-

ment, available-for-sale financial assets are meas-

ured at fair value, at the close of business on the 

balance sheet date, with unrealized gains or losses 

recognized directly in equity until the investment 

is derecognized or determined to be impaired, at 

which time the cumulative gain or loss previously 

recorded in equity is recognized in profit or loss. 

The fair values of listed investments are based 

on current market prices. If the market for a finan-

cial asset is not active and for unlisted securities, 

the Group establishes fair values by using valuation 

techniques. These include the use of recent arm’s-

length transactions, reference to other instruments 

that are substantially the same, discounted cash 

flow analysis, and option-pricing models refined to 

reflect the Company’s specific circumstances. 

At each balance sheet date, the Group assesses 

whether a financial asset or group of financial assets 

is impaired. 

If an available-for-sale financial asset is im-

paired, an amount comprising the difference be-

tween its cost (net of any principal payment and 

amortization) and its current fair value, less any 

impairment loss previously recognized in profit or 

loss, is transferred from equity to profit or loss.

Inventories

Inventories are stated at the lower of acquisition or 

production cost in accordance with the first-in first-

out (FIFO) principle- and net realizable value.

Trade and other receivables and payables

Trade and other receivables are stated at amortized 

cost net of impairment losses. The impairment loss 

is calculated on the basis of recovery assessments by 
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analyzing each receivable considered unlikely to 

be collected and the overall risk of non-recovery of the 

receivables. When the payment of the sum due is 

postponed beyond normal credit terms offered to cus-

tomers, it is necessary to discount the receivable. 

Trade and other payables are measured at amor-

tized cost which reflects the effective interest rate in 

the income statement and represents the rate used 

to discount the expected future cash flows to the car-

rying value of the assets to which they relate.

Derivative financial instruments

Derivative financial instruments are used for hedg-

ing purposes, in order to reduce currency, interest 

rate and market price risks. In accordance with IAS 

39, derivative financial instruments qualify for 

hedge accounting only when at the inception of the 

hedge there is formal designation and documenta-

tion of the hedging relationship, the hedge is expec-

ted to be highly effective, its effectiveness can be 

 reliably measured and it is highly effective through-

out the financial reporting periods for which the 

hedge is designated. 

All derivative financial instruments are measured 

in accordance with IAS 39 at fair value. 

When derivative financial instruments qualify 

for hedge accounting, the following accounting 

treatment applies:

Fair value hedge – Where a derivative financial 

instrument is designated as a hedge of the exposure 

to changes in fair value of a recognized asset or liabil-

ity that is attributable to a particular risk and could 

affect the income statement, the gain or loss from 

re-measuring the hedging instrument at fair value 

is recognized in the income statement. The gain or 

loss on the hedged item attributable to the hedged 

risk adjusts the carrying amount of the hedged 

item and is recognized in the income statement. 

Cash flow hedge – Where a derivative financial 

instrument is designated as a hedge of the exposure 

to variability in future cash flows of a recognized 

 asset or liability or a highly probable forecasted trans-

action and could affect the income statement, the 

effective portion of any gain or loss on the derivative 

financial instrument is recognized directly in  equity. 

The cumulative gain or loss is removed from equity 

and recognized in the income statement at the same 

time as the economic effect arising from the hedged 

item affects income. The gain or loss associated with 

a hedge or part of a hedge that has become ineffec-

tive is recognized in the income statement immedi-

ately. When a hedging instrument or hedge rela-

tionship is terminated but the hedged transaction is 

still expected to occur, the cumulative gain or loss 

realized to the point of termination remains in share-

holders’ equity and is recognized in the income 

statement at the same time as the underlying trans-

action occurs. If the hedged transaction is no longer 

probable, the cumulative unrealized gain or loss 

held in shareholders’ equity is recognized in the in-

come statement immediately.

Interest-bearing loans and borrowings

Interest-bearing loans and borrowings are initially 

recognized at fair value less attributable transaction 

costs. Subsequent to initial recognition, interest-

bearing loans and borrowings are stated at amortized 

cost with any difference between cost and redemp-

tion value being recognized in the income statement 

over the period of the borrowings on an effective 

 interest basis. They are included in current liabili-

ties, except for maturities greater than 12 months 

after the balance sheet date.

Forms of remuneration involving participation 

in stock capital (stock option plans)

The Group grants additional benefits to the Board 

and senior management and key employees through 

stock option plans. Pursuant to IFRS 2, “Share-based 

payment”, these plans represent a form of remune-

ration for the beneficiaries. The cost is equal to the 

fair value as calculated on the date the option rights 

are granted and is recorded in the income state-

ment on a straight-line basis over the vesting period, 

i.e. the date between the date the stock option plan 

was granted and the date the rights matured. The 

corres ponding entry is made directly to shareholders’ 

equi ty. Changes in fair value after the grant date do 
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not have an effect on the initial valuation. At each 

balance sheet date, the Group revises its estimate of 

the number of options that are expected to become 

exercis able. It recognizes the impact of the revision 

to original estimates, if any, in the income state-

ments, with a corresponding adjustment to equity. 

The proceeds received net of any directly attribut-

able transaction costs are credited to share capital 

(nominal value) and share premium when the 

 options are exercised. 

Revenue and cost recognition

Revenue, income, costs and charges are recorded 

net of discounts and allowances. 

Revenue from the sale of goods is recognized in 

the income statement when the significant risks 

and rewards of ownership have been transferred to 

the buyer. Revenue from services rendered is recog-

nized in the income statement in proportion to the 

stage of completion of the transaction at the balance 

sheet date. The stage of completion is assessed by 

reference to surveys of work performed. No revenue 

is recognized if there are significant uncertainties 

regarding recovery of the consideration due, associ-

ated costs or the possible return of goods cannot be 

estimated reliably and there is no continuing man-

agement involvement with the goods. 

Revenues from licensing contracts for non-re-

fundable up-front fees, in situations where no fur-

ther performance obligation exists, are recognized 

on the earlier of when payments are received or col-

lection is assured. Up-front fees related to future 

performance obligations are either spread over the 

duration of such obligations or part of the revenue 

provisioned therefore. Where continuing signifi-

cant involvement is required in the form of support, 

revenues are recognized over the relevant period. 

Revenues from licensing contracts for mile-

stones are recognized in the period the outcome can 

be  esti mated reliably, which is in general when the 

milestone is successfully achieved, which is deter-

mined when the funding party agrees that the 

 required  results stipulated in the agreement have 

been met. 

Income from royalties is recognized on an 

 accrual basis and represents income earned as a 

 percentage of product sales, in accordance with  

the terms of the relevant agreement. 

Research government grants are recognized at 

their fair value at the moment in which the Group 

issuing the grant has confirmed its approval and 

the proceeds are definite; they are recognized in the 

income statement over the period necessary to 

match them with the costs that they are intended 

to compensate. 

Rental income from investment property is 

 recognized in the income statement on a straight-

line basis over the term of the lease. 

Interest income is accounted for based on the 

effective rate of return on an accrual basis. 

Payments made under operating leases are 

 recognized in income statements on a straight-line 

basis over the term of the lease. 

Minimum lease payments made under finance 

leases are apportioned between the finance expense 

and the reduction of the outstanding liability. 

Expenditures on research activities, undertaken 

with the prospect of gaining new technical knowl-

edge and understanding, as well as development 

costs not capitalized, are recognized in the income 

statement as an expense as incurred.

Income tax

The tax charge for the period is determined on the 

basis of prevailing laws and regulations. Taxes on in-

come are recognized in the income statement except 

to the extent that they relate to items directly charged 

or credited to equity, in which case the related in-

come tax effect is recognized in equity. 

Deferred tax assets and liabilities are deter-

mined on the basis of all the temporary differences 

between the carrying amount of an asset or liabili-

ty in the statement of financial position and its corre-

sponding tax basis. Deferred tax assets resulting 

from unused tax losses and temporary differences are 

recognized to the extent that it is probable that 

 future taxable profit will be available against which 

they can be utilized. 
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Current and deferred income taxes and liabili-

ties are offset when there is a legally enforce-able 

right to offset. 

Deferred tax assets and liabilities are measured 

at the substantively enacted tax rates that are ex-

pected to apply to taxable income in the periods in 

which temporary differences will be reversed. 

Cosmo Pharmaceuticals S.p.A. and its Italian 

subsidiaries have elected to take part in the domes-

tic tax consolidation program pursuant to Articles 

117/129 of the Consolidated Income Tax Act (TUIR). 

Cosmo Pharmaceuticals S.p.A. acts as the consoli-

dating company in this program and calculates a 

single taxable base for the group of companies tak-

ing part, thereby enabling benefits to be realized 

from the offsetting of taxable income and tax losses in 

a single tax return. Each company participating in 

the consolidation transfers its taxable income or tax 

loss to the consolidating company. Cosmo Pharma-

ceuticals S.p.A. recognizes receivables from compa-

nies contributing taxable incomes, corresponding 

to the amount of IRES (corporate income tax) paid 

on its behalf. In the case of a company bringing  

a tax loss into the consolidation, Cosmo Pharma-

ceuticals S.p.A. recognizes a payable to that com-

pany for the amount of the loss actually set off at  

a group level.

Treasury shares

Treasury shares are presented as a deduction from 

equity. The purchase cost of treasury shares and the 

sales proceeds of any subsequent sale are presented 

as movements in equity.

Segment reporting

The Management has identified only one business 

segment, which is the pharmaceutical segment. 

Indeed, the Management did not identify other 

operating segments to which specific and different 

risks and benefits can be related to and the Manage-

ment’s reports to support the decision process are 

regularly and consistently prepared. 

Moreover, the Management did not believe that 

costs of investments could be reasonably allocated 

unless through an arbitrary allocation which would 

not provide a better disclosure than that provided 

by the pharmaceutical sector considered as a whole. 

In particular, under the Group’s current organi-

zational structure most of the investments made 

and costs incurred by the Group while performing 

its production activities cannot be allocated to a 

specific geographical area or to a specific customer 

segment, or to the production of specific products. 

Therefore, the Management believes that, to 

date, segment reporting by either geographical area 

or products or customers would not improve the un-

derstanding of the Group results or the presenta-

tion of risks and profitability.

3 Revenue

In H1 2013 revenue, in comparison with the same 

period of previous year, decreased by EUR 14,170 

thousand or 34.8% to EUR 26,562 thousand, and is 

detailed here below:

EUR 1,000 30.06.2013 30.06.2012

Manufacturing on behalf of 

third parties:

 

 

  

Manufacturing of generic 

products and specialty 

drugs

 

 

5,377

 

 

5,255

Manufacturing of MMX® 

products

 

8,438

 

7,688

Related services 204 418

Other revenues from sales 38 72

Licence fees, up-front fees 

and milestones

 

5,252

 

21,758

Royalties 7,253 5,541

Total revenue 26,562 40,732

Manufacturing of generic products and specialty 

drugs increased by 2.3% to EUR 5,377 thousand.

The item “manufacturing of MMX® products” 

mainly relates to manufacturing of Shire’s Lialda®/

Mezavant® and of Giuliani’s Mesavancol®: Cosmo 

continues being the sole manufacturer of Lialda®/

Mezavant®/Mesavancol® and during the H1 2013 

Cosmo delivered 106.6 million tablets at a produc-

tion revenue of EUR 7,165 thousand (in H1 2012, 
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109.2 million tablets, EUR 7,688 thousand) a de-

crease of 2.6 million tablets or 2.3%, and a decrease 

in the revenue of 6.8% due to the different product 

mix (bulk or packaged product) and to the contrac-

tually foreseen reduction in the price per tablet 

manufactured.

In H1 2013 “manufacturing of MMX® products” 

also include EUR 1,273 thousand for Uceris® tablets 

(Budesonide MMX®) sold to Santarus.

Revenue from “Related services” as at 30 June 

2013 decreased by 51.2% to EUR 204 thousand.

“License fees, up-front fees and milestones” in 

H1 2013 relates to USD 7.0 million, or EUR 5,252 thou-

sand, contractually due from Santarus upon the 

first sale of Uceris® for which Cosmo elected to get 

paid in cash. In H1 2012, “License fees, up-front 

fees and milestones” included the up-front payment 

of USD 25 million equal to EUR 18,718 thousand on 

the license agreement for CB-03-01 and of USD 4 mil-

lion, or EUR 3,040 thousand, for the milestone 

 contractually due from Santarus in February 2012 

upon the FDA acceptance for NDA review of Uceris®.

Revenue from “Royalties” in H1 2013 mainly in-

cludes EUR 5,850 thousand relating to the royalties 

on Lialda ®/Mezavant®/Mesavancol® sales (the 

item amounted to EUR 5,520 in H1 2012): pending 

Giuliani and Shire’s official data on Lialda®/ Meza-

vant® sales for Q2 2013, royalties for H1 2013 are esti-

mated by considering Shire’s sales of Lialda®/ Meza-

vant® for Q2 2013 equal to those achieved in Q1 2013.

Revenue from “Royalties” in H1 2013 also in-

cludes EUR 1,393 thousand relating to the royalties 

on Uceris® sales: royalties for H1 2013 are estimated 

on the basis of internal projections considering the 

recent market launch and pending Santarus official 

data on Uceris® Q2 2013.

4 Net operating expenses 

Net operating expenses presented in the income 

statement by function are detailed and commented 

by nature below:

EUR 1,000 30.06.2013 30.06.2012

Other income 15 35

Changes in inventories of 

finished goods and work in 

progress

 

 

380

 

 

335

Raw materials and 

 consumables used

 

(3,538)

 

(2,917)

Personnel expenses (6,292) (4,692)

Outsourced preclinical and 

clinical trial costs

 

(2,644)

 

(2,605)

Other operating expenses (5,133) (4,554)

Depreciation and 

 amortization

 

(2,658)

 

(1,162)

Total net operating expenses (19,870) (15,560)

Personnel expenses

The item, which includes the cost of the entire 

staff, comprises the following: 

EUR 1,000 30.06.2013 30.06.2012

Salaries and wages 4,972 3,598

Social security contributions 1,109 921

Employee benefits 176 146

Stock options 9 5

Other costs 26 22

Total personnel expenses 6,292 4,692

The increase in personnel expenses is mainly due to 

the one-off bonus payments of EUR 1,686 thousand 

in January 2013 to management and staff.

The entire staff as at 30 June 2013 and 2012 is 

shown by category here below: 

No. of people 30.06.2013 30.06.2012

Managers 13 14

Junior managers 10 9

Employees 65 67

Workers 73 71

Total number 161 161

Outsourced preclinical and clinical trial costs

Preclinical and clinical trials costs outsourced to sub-

contractors and expensed in the income statement 

in H1 2013 and H1 2012 mainly refer to CB-03-01 and 

to CB-17-01 project.
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Other operating expenses

The item comprises the following:

EUR 1,000 30.06.2013 30.06.2012

Service costs 4,438 3,252

Operating lease expenses 87 1,022

Other operating costs 608 280

Total other operating 

expenses

 

5,133

 

4,554

The increase in “Service costs” is mainly due to 

the programmed increase in the maintenance costs 

of plant and machinery and in the costs for the out-

sourced packaging of Uceris®. 

The decrease in operating lease expenses is due 

to the acquisition in September 2012 of Cristoforo 

Colombo Real Estate S.r.l., the owner of the property 

in Lainate where the Group operates.

The increase in “Other operating costs” is mainly 

due to the payment of the “facility fees” to the FDA 

in order to qualify as a manufacturer of generic drugs 

for the US market and of the real estate taxes on the 

Lainate property.

Depreciation and amortization

The item comprises the following:

EUR 1,000 30.06.2013 30.06.2012

Depreciation of property, 

plant and equipment

 

1,217

 

800

Amortization of other 

 intangible assets

 

1,441

 

362

Total depreciation and 

amortization

 

2,658

 

1,162

The increase in the depreciation of property plant 

and equipment is mainly due to Cristoforo Colombo 

Real Estate S.r.l. acquisition in September 2012.

The increase in the amortization of other intan-

gible assets is due to the start of the amortization of 

the R&D capitalized costs on Budesonide MMX®. 

The amortization is calculated on a straight-line 

 basis over the period of its expected benefit (until 

patent expiration).

5 Financial income and expenses

The item comprises the following:

EUR 1,000 30.06.2013 30.06.2012

    
Financial income

Financial gain on sale of 

Santarus shares

 

58,178

 

–

Other 364 984

Total financial income 58,542 984

Financial expenses

Interests on medium and 

long term bank loan

 

31

 

22

Interests on financial lease 

payables

 

100

 

–

Other 234 241

Total financial expenses 365 263

Financial income 

 (expense), net

 

58,177

 

721
 

“Financial gain on sell of Santarus shares”  refers to 

the gain on the sale of 4,887,500 Santarus shares 

(NASDAQ: SNTS) in a secondary underwritten public 

offering to investors in the USA at USD 18.25 per 

share. The gross proceeds amounted to EUR 69,339 

thousand (corresponding to USD 89,197 thousand) 

and the related transaction fees & expenses were 

EUR 2,500 thousand. Considering the average 

price of EUR 1.772 paid per share, the realized gain 

amounts to EUR 58,178 thousand, of which 

EUR 32,013 thousand were  accounted as gain reclas-

sified through profit or loss from the fair value 

 reserve as at 31 December 2012.

After the transaction Cosmo continues holding 

2,991,044 Santarus shares.

Other financial income as at 30 June 2013 mainly 

includes EUR 172 thousand for interest on cash  

and cash equivalents (EUR 95 thousand in H1 2012), 

EUR 5 thousand for interest on corporate bond and 

securities (EUR 9 thousand in H1 2012), foreign ex-

change differences for EUR 187 thousand (EUR 852 

thousand in H1 2012). 

Other financial expenses as at 30 June 2013 

mainly include EUR 215 thousand for foreign 

 exchange differences (EUR 215 thousand in H1 2012) 
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and EUR 1 thousand for interest expenses calculated 

on the present value of the liabilities for defined be-

nefits plan (EUR 4 thousand in H1 2012). 

6 Income tax expenses

The item comprises the following: 

EUR 1,000 30.06.2013 30.06.2012

Income tax I.R.E.S. and 

other corporation taxes

 

1,350

 

6,381

Income tax I.R.A.P. 128 895

Current income tax 1,478 7,276

Deferred tax assets 172 29

Deferred tax liabilities (120) (117)

Deferred tax 52 (88)

Total income tax expenses 1,530 7,188

Cosmo Pharmaceuticals S.p.A. and its Italian 

subsidiaries have elected to take part in the domes-

tic tax consolidation program, pursuant to Articles 

117/129 of the Consolidated Income Tax Act (TUIR).

7 Basic and diluted earnings per share

Basic earnings per share are calculated by dividing 

the net profit (loss) for the period attributable to 

 ordinary shareholders by the weighted average num-

ber of ordinary shares outstanding during the 

 period. Basic earnings per share are as follows: 

 30.06.2013 30.06.2012

Net profit attributable to 

shareholders (in EUR 1,000)

 

63,339

 

18,704

Weighted average number of 

outstanding ordinary shares

 

14,032,154

 

13,572,564

Basic earnings per share 

(in EUR)

 

4,514

 

1,378

Diluted earnings per share are calculated by 

 dividing the net profit for the period attributable to 

ordinary shareholders by the weighted average 

number of ordinary shares outstanding during the 

period, plus the weighted average number of 

 potential ordinary shares. 

With reference to the stock option plan, the 

 potential number of ordinary shares is represented 

by the shares that would be issued as a consequence 

of the conversion of all options into ordinary shares; 

regarding the stock option plan set up in December 

2007, as the weighted average market price in H1 2013 

was higher than exercise price, the potential shares 

are included in the calculation of diluted earnings per 

share for H1 2013 starting from 1 January 2013.

 30.06.2013 30.06.2012

Net profit attributable to 

shareholders (in EUR 1,000)

 

63,339

 

18,704

Weighted average number of 

outstanding ordinary shares

 

14,032,154

 

13,572,564

Incremental shares from 

 assumed options exercise

 

738,036

 

–

Adjusted weighted average 

number of outstanding 

 ordinary shares

 

 

14,770,189

 

 

13,572,564

Diluted earnings per share 

(in EUR)

 

4,288

 

1,378

8 Other intangible assets

As at 30 June 2013, “Other intangible assets” in-

cludes capitalized development costs of EUR 16,939 

thousand net of the amortization of the period of 

EUR 1,059 thousand, for the development of Budes-

onide MMX®. The asset is amortized on a straight-

line basis over the period of its expected benefit.

9 Financial assets

The item comprises the following:

EUR 1,000 30.06.2013 31.12.2012

Financial assets available 

for sale-Santarus shares

 

48,136

 

65,565

Financial assets available for 

sale-AIMM shares

 

2,594

 

–

Other financial assets 

 available for sale

 

501

 

505

Financial assets 51,231 66,070

“Financial assets available for sale” refers for 

EUR 48,136 thousand to the residual investment in 

shares of Santarus (NASDAQ: SNTS) according to 



32 Cosmo Pharmaceuticals Half-Year Report 2013 – Explanatory notes

the strategic collaboration agreement signed with 

Santarus in December 2008 for the exclusive rights to 

develop and commercialize Uceris® and Rifamycin 

SV MMX® in the US market. 

After the sale of 4,887,500 Santarus shares in 

May 2013, as at 30 June 2013 the fair value of the 

 residual 2,991,044 share (market price NASDAQ) 

was equal to USD 21.05, for a total of USD 62.96 mil-

lion (corresponding to EUR 48,136 thousand, at 

USD/EUR exchange rate on 30 June 2013). The gain 

of EUR 23,244 thousand was recognized in the 

 “comprehensive income” without any deferred tax 

effects due to the participation exemption. 

On 7 June 2013, as a consequence of a capital 

 increase, the Group acquired an interest correspond-

ing to 6.48% of the capital of AIMM Therapeutics B.V. 

(Amsterdam – The Netherlands) for the total amount 

paid of EUR 2,594 thousand (For further  details see 

note 17 Related-party transactions). As at 30 June 2013 

the investment has been maintained at the initial 

 recognised cost, considering the date of acquisition 

was close to the reporting date.

Financial assets also includes EUR 501 thousand 

of corporate bonds.

10 Other receivables and other assets

The item comprises the following:

EUR 1,000 30.06.2013 31.12.2012

Receivables from other 

companies

 

–

 

18

VAT receivables 2,657 2,382

Prepaid expenses 295 218

Other prepaid 447 867

Total other receivables and 

other assets

 

3,399

 

3,485

11 Cash and cash equivalents

“Cash and cash equivalents” comprises the following:

EUR 1,000 30.06.2013 31.12.2012

Cash at hand 11 15

Bank accounts 95,138 27,287

Total cash and cash 

 equivalents

 

95,149

 

27,302

The liquidity of the Group includes availability on 

current bank account and short-term “time deposit” 

bank contracts.

12 Total shareholders’ equity

The item “Total shareholders’ equity” comprises 

the following:

EUR 1,000 30.06.2013 31.12.2012

Share capital 3,749 3,749

Share premium 47,845 47,845

Treasury shares (13,515) (16,456)

Stock option plan reserve 1,322 1,655

Available for sale financial 

assets reserve

 

42,841

 

51,613

Employee benefits actuarial 

gains/losses reserve

 

(110)

 

(124)

Retained earnings 36,697 16,744

Profit/(Loss) for the period 63,339 19,365

Equity attributable to 

 owners of the company

 

182,168

 

124,391

Non controlling interests 161 210

Total equity 182,329 124,601

Share capital

As at 30 June 2013, Cosmo Pharmaceuticals had 

14,995,743 shares issued, fully subscribed and paid 

up, each share with a nominal value of EUR 0.25, 

for a total share capital of EUR 3,749 thousand.

Share premium

As at 30 June 2013, “Share premium” of EUR 47,845 

thousand refers to the proceeds from the 2007 offer-

ing of new shares at the IPO and from the share 

 capital increase for Cosmo Research & Development 

S.p.A. (formerly BioXell) acquisition in 2010.

Treasury shares

Treasury shares are valued at weighted average cost 

and have been deducted from equity. As at 30 June 

2013, the number of treasury shares amounted to 

816,227 (with an average purchase price of CHF 19.96 

or EUR 16.56 per share); during H1 2013, no treasury 

shares were purchased and 177,662 treasury shares 

were sold in relation to the ESOP exercise, with a net 
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gain of EUR 232 thousand directly recognized in the 

equity. The number of shares outstanding devel-

oped as follows:

 2013

As at 1 January 14,001,854

Purchased –

Sold 177,662

As at 30 June 14,179,516

Stock option plan reserve

In H1 2013, the expense for the stock options allo-

cated in March 2012, amounted to EUR 9 thousand 

(in H1 2011 EUR 5 thousand). The variance and the 

reclassification in the “Retained earnings” of EUR 342 

thousand is due to 177,662 options exercised during 

the period, without issuing new shares but through 

the assignment of treasury shares. As at 30 June 

2013, “Stock option plan reserve” refers to the stock 

option plan granted in 2007 and allocated in 2007 

and 2012 with vesting date 18 December 2010 and 

22 March 2015 and expiry date 15 April 2015.

Available-for-sale financial asset reserve

As at 30 June 2013, “Available-for-sale financial asset 

reserve” is mainly due to measurement at fair value 

of Santarus shares which are included in the finan-

cial assets available for sale (see note 9, “Financial 

assets”) without any deferred tax effects due to the 

participation exemption.

Employee benefits actuarial gains/losses reserve

As at 30 June 2013, “Employee benefits actuarial 

gains/losses reserve” includes the cumulated actu-

arial gains/losses on the employee benefits, re-

corded following the application of the amendment 

to IAS 19. The figures reported as at 31 December 

2012 have been restated for comparative purposes as 

required by IAS 1.

Non-controlling interests

“Non controlling interests” refers to minority inter-

ests originated in 2010 with the Cosmo Research & 

Development S.p.A. (formerly BioXell) business 

combination and corresponding to 1.04% of its capi-

tal including non-owners profit (loss) since the 

 acquisition date. After the business combination, 

the additional investment in the subsidiary is 

 accounted as equity transaction, with the gain/loss 

accounted in the “Retained earnings”.

In the H1 2013 they decreased by EUR 49 thousand 

due to the additional purchase of shares in the subsi-

diary held by outside investors (0.16% of the capital for 

a total consideration of EUR 35 thousand) accounted 

as equity transaction, with the gain of EUR 14 thou-

sand accounted in the “Retained earnings”. 

As at 30 June 2013 “Non controlling interests” 

are equal to 0.54% of the equity interest of the sub-

sidiary Cosmo Research & Development S.P.A. 

 (formerly BioXell).

13 Interest-bearing loans and borrowings 

 (current and non-current)

Non-current and current “Interest-bearing loans 

and borrowings” are detailed here below: 

a) Non-current

EUR 1,000 30.06.2013 31.12.2012

Bank loans 2,250 2,416

Total bank loans 2,250 2,416

Financial lease liabilities 8,674 8,624

Total financial lease 

 liabilities

 

8,674

 

8,624

Total interest-bearing loans 

and borrowings (non current)

 

10,924

 

11,040

b) Current

EUR 1,000 30.06.2013 31.12.2012

Advances on invoices and 

bank overdraft

 

–

 

–

Bank loans 426 668

Total bank loans 426 668

Financial lease liabilities 1,303 1,129

Total financial lease 

 liabilities

 

1,303

 

1,129

Total interest-bearing loans 

and borrowings (current)

 

1,729

 

1,797

In H1 2013 the Group has incurred in new financial 

leases for a total amount of EUR 979 thousand for 
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the investment in plant and machinery for produc-

tion capacity addition mainly in relation to the pro-

duction of Uceris/Cortiment tablets and it reim-

bursed the instalments of the loans and of the 

financial leases in accordance with the contract-

ually foreseen repayment schedules.

14 Employee benefits

The item “Employee benefits” (“trattamento di fine 

rapporto”/TFR) only refers to the Italian companies 

of the Group and has been determined on an actu-

arial calculation method, in compliance with the 

revised IAS 19. 

Movements in the period are as follows: 

EUR 1,000 As at Changes in the period As at 

  1 January 

2013

 

Accrued

Actuarial 

(Gains)/losses

Interest 

 costs

 

Utilized

30 June 

2013

Employee benefits 385 176 (19) 1 (164) 379

Total Employee benefits 385 176 (19) 1 (164) 379

EUR 1,000 As at Changes in the period As at 

  1 January 

2012

 

Accrued

Actuarial 

(Gains)/losses

Interest 

 costs

 

Utilized

30 June 

2012

Employee benefits 360 146 17 4 (170) 357

Total Employee benefits 360 146 17 4 (170) 357

The principal assumptions for the purpose of the 

 actuarial valuation were as follows: 

% 30.06.2013 30.06.2012

Discount rate (EUR Com-

posite A yield curve)

 

3.20%

 

3.93%

Inflation rate 2.00% 2.00%

Future salary increase 

 (inflation rate included)

 

4.00%

 

4.00%

Future pension increase n/a n/a

Mortality rate RGS 48 RGS 48

Average annual departure 

rate

 

7.05%

 

6.95%

Amounts recognized in the income statements are 

as follows: 

EUR 1,000 30.06.2013 30.06.2012

Current services cost * 176 146

Interest expenses** 1 4

 *  of which 170 and 141 respectively for 2013 and 2012, 

amount transferred to external fund.

**  interest expenses calculated on the present value of the 

liabilities for defined benefits plan.

Amounts recognized in the Other comprehensive 

income are as follows:

EUR 1,000 30.06.2013 30.06.2012

Actuarial (gains)/losses (19) 17
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15 Other current liabilities

The item comprises the following:

EUR 1,000 30.06.2013 31.12.2012

Social security payables 275 290

VAT payable 778 640

Other liabilities 881 990

Advances from customers 12 12

Accrued expenses and 

 deferred income

 

5

 

3

Total other current liabilities 1,951 1,935

16 Share-based payments

The extraordinary shareholders’ meeting of 14 De-

cember 2006 authorized the increase of the share 

capital of a maximum of nominal EUR 378,000 with 

the issuance of 1,513,200 new shares at the service 

of an employee stock ownership plan (ESOP), to be 

implemented within the following five years. At the 

shareholders’ meeting the Board of Directors was 

formally authorized to execute such plan. 

On 18 December 2007, the Board of Directors 

granted a total of 1,013,568 options with a vesting 

period of three years and an exercise price of CHF 22 

per share, and expiring at 14 December 2011. The 

fair value of options granted, determined using the 

Black-Scholes valuation model, resulted in a value 

of CHF 3.14 per option. 

The general assembly of shareholders on 15 April 

2010 revoked the first approval and replaced it by a 

new approval granting the Board a new authority to 

again issue 1,513,200 shares extending the time 

 period up to 15 April 2015. On 30 April 2010 the Board 

of Directors decided to extend the exercise period  

of the options granted under the existing ESOP to 

15 April 2015 (originally 14 December 2011). 

This modification to the original stock option 

plan (SOP), has determined the variation in the 

fair value of options: therefore the difference in the 

fair value estimated as at 30 April 2010 considering 

the original SOP expiring on 14 December 2011 and 

the same SOP with extended expiring date to 15 April 

2015 (both with vesting date 18 December 2010), was 

charged to profit and loss over the residual vesting 

period (30 April 2010 – 18 December 2010). The total 

variation of fair value amounts to CHF 0.051 per 

 option, for a total amount of CHF 51,692. The options 

granted were recognized as costs over the vesting 

period ended on 14 December 2010. 

Of the total of 1,013,568 options granted, as  

at 30 June 2013 674,926 options are still outstanding 

(after 15,264 options forfeited and 323,378 options 

exercised). 

On 22 March 2012, the Board of Directors granted 

a total of 15,264 options with a vesting period of three 

years and an exercise price of CHF 22 per share,  

and expiring at 15 April 2015. The fair value of options 

gran ted, determined on the basis of a binomial tree 

 generated by the Fincad program – technique similar 

to the Black-Scholes valuation model –, resulted in a 

value of CHF 4.06 per option. The options granted are 

recognized as costs over the vesting period. In H1 2013 

the expense for the value of employees’ and Direc-

tors’ services exchanged for stock options amounted 

to EUR 9 thousand, (in H1 2012 EUR 5 thousand). 

The exercise of 177,662 SOP in H1 2013, (as the pre-

vious 145,716 in the year 2012) has been settled 

through the assignment of treasury shares and no 

capital increase has occurred.
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Option series Number Grant  

date

Vesting 

date

Expiry  

date

Exercise 

price

Fair value of 

the  option 

at the grant 

date

     CHF CHF

1) Issued 18 December 2007 1,013,568 18/12/07 18/12/10 14/12/11 22 3.14

Expiry date variation  

30 April 2010

    

15/04/15

  

0.051

2) Issued 22 March 2012 15,264 22/03/12 22/03/15 15/04/15 22 4.06

Number 

 

 

Weighted  

average 

exercise 

price

  CHF 

Outstanding as at 1 January 2012 998,304 22

Granted during the period 15,264 22

Forfeited during the period – –

Exercised during the period (145,716) 22

Expired during the period – –

Outstanding as at 31 December 2012 867,852 22

Exercisable as at 31 December 2012 852,588 22

Granted during the period – –

Forfeited during the period – –

Exercised during the period (177,662) 22

Expired during the period – –

Outstanding as at 30 June 2013 690,190 22

Exercisable as at 30 June 2013 674,926 22

With regard to the 177,662 option exercised in the 

H1 2013, the weighted average share price at the 

date of exercise was CHF 55.03.

The share options outstanding at the end of the 

financial period had an exercise price of CHF 22.00 

and a remaining contractual life of 1.8 years.
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Option series 1 

 

Issued  

18 December 

2007

Previous monthly average at grant  

date share price (in CHF)

 

21.16

Exercise price (in CHF) 22.00

Expected volatility 19%

Option life 360 days

Discount rate due to the vesting period 7.12%

Risk-free interest rate 2.75%

 

 

Expiry date 

variation  

30 April 2010

Previous monthly average at grant  

date share price (in CHF)

 

20.29

Exercise price (in CHF) 22.00

Expected volatility 30%

Option life 1,200 days

Risk-free interest rate (2007 – 2011) 0.37%

Risk-free interest rate (2007 – 2015) 0.93%

Option series 2 

 

Issued  

22 March 

2012

Previous monthly average at grant  

date share price (in CHF)

 

21.15

Exercise price (in CHF) 22.00

Expected volatility 30%

Option life 24 days

Risk-free interest rate 0.18%

17 Related-party transactions

The Company is controlled by Cosmo Holding S.p.A. 

and others as per shareholders’ agreement, which 

as at 30 June 2013 owns 7,507,346 of the Company 

shares amounting to 50.06%. 

Related-party transactions are carried out on an 

arm’s-length basis. The Board of Directors is notified 

of any proposed related-party transaction and the 

Directors involved must abstain from the related 

discussion and vote on decisions relating to related-

parties transactions. Should the nature, value or 

specific characteristics of a transaction so require, 

the Board of Directors will draw on the assistance 

of independent experts.

Cosmo Bioscience Inc. development activities

Cosmo Bioscience Inc., a company also controlled 

by the same ultimate shareholders as Cosmo Pharma-

ceuticals S.p.A., highly experienced in biological 

analysis, carried out scientific tests and development 

activities for the Group in the total amount of 

EUR 290 thousand consisting on work on Methylene 

Blue MMX®. 

Investment in AIMM Therapeutics B.V.

On 7 June 2013 the Group entered into a transaction 

with AIMM Therapeutics B.V., a Dutch biotech com-

pany that is a leading developer of antibodies. This 

is “a related party transaction” because the CEO of 

AIMM is related to a non executive board member of 

Cosmo Pharmaceuticals SpA.. The Group  subscribed 

to 86.46% of new B shares issued corresponding to 6.48% 

of the total capital of AIMM  Therapeutics B.V. for 

EUR 2,594 thousand. The B shares have a liquidation 

preference and an anti-dilution protection and are 

convertible into common shares. In addition to the 

shares the Group have got the right to license 3 anti-

bodies developed by AIMM for gastrointestinal appli-

cations at pre agreed terms for the next 3 years. 

Upon certain conditions these rights are extended 

by a further two years and a further 2 antibodies. 

In H1 2013 no guarantees or other commitments 

have been granted to related parties.

18 Subsequent events

As at the date of presentation of these financial state-

ments there were no material events after the bal-

ance sheet date. Cosmo is continuing to develop its 

products pipeline, in line with plans and pro-

grammed activities.
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Information for investors

Capital structure

EUR 1,000 30.06.2013

Equity attributable to owners of the company 182,168

Share capital 3,749

Reserves 115,080

Profit for the period 63,339

Number of registered shares 14,995,743

Nominal value per share (in EUR) 0.25

 

Major shareholders

No. 

of shares

% of share 

capital

Cosmo Holding S.p.A. and 

others in Shareholders 

agreement

 

 

7,507,346

 

 

50.06%

dievini Hopp Biotech GmbH 

& Co. KG 

 

1,539,191

 

10.26%

Heinrich Herz AG/Logistable 1,160,500 7.74% 

Share price data

CHF Price Date

First trading day 22.30 12.03.2007

   

H1 2013 lowest 31.25 03.01.2013

H1 2013 highest 56.50 21.06.2013

H1 2013 last trading day 55.00 28.06.2013

   

Market capitalization  

(in CHF million)

 

824.77 

 

28.06.2013

Share earnings

EUR 30.06.2013

Earnings 4.514

Stock exchange information

Listing SIX Swiss Exchange,  

Main Board

Security ID COPN

ISIN IT0004167463

Swiss security number 

(Valor)

 

2862650

Number of shares 14,995,743

Research coverage

Jefferies  

International

Peter  

Welford

 

Phone: +44 20 7029 8668

Canaccord 

Genuity

Julie  

Simmonds

 

Phone: +44 20 7523 8377

Nomura 

Code

Gary 

Waanders

 

Phone: +44 20 7776 1245

Calendar

Key reporting dates 

Annual Report 2013 – 28 March 2014

Annual General Shareholders Meeting – 22 April 2014

Upcoming conferences

Investora

Zurich, 11 / 12 September 2013

Jefferies European Health Care Conference

London, 20 – 21 November 2013
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Share price

Trading volumes
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Concerning forward-looking statements

This report contains certain “forward-looking 

 statements”, which can be identified by the use of 

 terminology such as “could”, “might”, “propose”, 

“addressable”, “outlook”, “attractive” or similar 

wording. Such forward-looking statements reflect 

the current views of the Management and are not 

guarantees of future performance and involve risks 

and uncertainties. Readers are cautioned that 

 actual results may differ materially from those in 

the forward-looking statements as a result of 

 various factors. Cosmo is providing the information 

in this report as of this date and does not undertake 

any obligation to update any forward-looking 

 statements contained in it as a result of new infor-

mation, future events or otherwise.
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Contacts and addresses

Cosmo Pharmaceuticals S.p.A.

Via Cristoforo Colombo, 1

20020 Lainate (Milan) 

Italy

Phone: +39 02 9333 7614

Fax: +39 02 9333 7663

www.cosmopharma.com

Cosmo S.p.A.

Via Cristoforo Colombo, 1

20020 Lainate (Milan)

Italy

Phone: +39 02 9333 7614

Fax: +39 02 9333 7663

Cosmo Research & Development S.p.A.

Via Cristoforo Colombo, 1

20020 Lainate (Milan)

Italy

Phone: +39 02 9333 7276

Fax: +39 02 9333 7663

Cristoforo Colombo Real Estate S.r.l.

Via Cristoforo Colombo, 1

20020 Lainate (Milan)

Italy

Phone: +39 02 9333 7614

Fax: +39 02 9333 7663

Cosmo Technologies Ltd.

1st floor, Connolly Building

42–43 Amiens Street 

Dublin 1

Ireland

Phone: +353 181 70 370

Fax: +353 182 30 718

Investor and public relations

Chris Tanner, CFO and Head of Investor Relations

Phone: +39 02 9333 7617

Fax: +39 02 9357 1445

ctanner@cosmopharma.com

Publications and further information

investor.relations@cosmopharma.com
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